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Compared with 
October 1943 Nevember 1942 








Bank Debits —~ S60 + 24.7 
Retail Sales ~. 1.8 + 9.3 
Building Permits : —29.5 + 68.8 
i Lumber Production ‘(weekly average) iV/ + 2.2 “+ 5.0 
Ordinary Life Insurance Sales — 4.8 + 37.0 


) ! 
1 No Business Failures for November 1943 Two Failures Five Failures 
($36,000) ($39,000) 
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WEST THREATENED BY POLITICAL RATE MAKING 


Dr, Calvin Crumbsker 
Professor of Economics 
University of Oregon 


Producers and shippers of the western United States should take note of a 
strong movement in Congress, backed by certain southern interests, to enact legis- 
lation designed to increase the uniformity of railroad freight rates throughout 
the United States by establishing a mileage basis for charges, and by changing the 
rules of freight classification; Altogether some fourtcen Senate and House reso- 
lutions have been referred to committees of Congress and are at present listed as 
"pending." Certain of the bills would divide the United States into zones within 
which rates ‘would be uniform as to distance, Others previde uniformity on a 
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‘national basis. Some of the bills call for uniform classificztion for the whole 
United States in lieu of the three-district system now in force. Some of the 
bills apply to class rates, others to both class and commodity rates, 


In outward appearance railroad rates are not now uniforn. As to classifica- 
tion of freight, there are three major districts of "territories" for classifying 
freight, each with its owm rules for classificetion, The territory east of the 
Mississippi end north of the Ohio, mow as the Official Classification Territory, 
recognizes eisht classifications, class & being 27.5 per cent of first class. The 
so-called Southern Classification Territor’, lying east of the hississippi River 
and south of the Ohio, recognizes twelvo classifications, The rate on class 12 
is 17.5 ver cent of the rate on class 1. The Western Classification Territory, 
which includes all the territory west of the ilississippi River and the Great Lakes, 
recognizes ten classes, class E being 17.5 per cent of first-class rates, 


ijot only is there a difference in the generol plan of classification as 
between districts, but there have been differences in the treatment of specific 
cormodities as between districts. For cxauple, beehives, in packages, carload 
minimvm 30,000 pounds, have been listed in class 5 in Official Territory. This 
("s 35 per cent of the first-class rate. In Southern Territor;, they have been 
listed as class 6, with a rate 40 per cent of first class, In Western Territory 
they have been placed in cless C (which corresponds to class 8) with a rate 30 
per cent of first class, Differences are explained by the goneral conditions 
wider which this freight moves in the several districts, 


There has long been agitation for a single uniform classification for the 
entire United States, lMaeny ycars ago the Interstate Commerce Commission was given 
much authority to work out a uniform classification plan and to require its adop- 
t-on. To date the commission has not insisted on such uniformity, for the reason 
caet there are still good rcasons why freight should be classified differently in 
Lae three districts, To require uniformity would do violence to longecstablished 
business relationships in many sections of the United States. Certain cormunities 
woud be complctely excluded from long-established markets for certain conmodities. 
G.£ers would find a windfall of advantage from the new arranzement which would 
evcaude their former competitors, 


However, the greatest inecualitics lie within the severel classifications 
themselves. It is hard for the uninitiated to see that, if 41.00 per hundred is 
a fair charge ior first class, 8&5 per cent of th-t rate is fair for second class, 
70 per cent for third class, and so on, until the lowest classification is reached, 
wnich in tyro districts is barely more than one-sixth of first class. As a matter 
of fact, water and highway carriers use fewer classificctions than railroads, and 
there is some talk that railroad classcs should be reduced in number. There are 
potent economic rcasons why diffcrences in charges betvroen commodities should exist, 
‘| and no pressure group is daring cnough to propose a radical modification of it. 


Most recont emphasis has been placcd on lack of uniformity in rates on the 
besis of distance, Sugar from San Francisco or Denver may be carried to Middle 
West points at a much lower rate per tonemile than sucar from Lovisiana or Atlantic 
joints, In fact, it may go at a much lowor ton-mile rate from San Francisco than 
«rom Denver. Crude petrolcum and petroleum products moy go into North Dakota at 
ach lower rates per ton-mile from Oklahome and Texas than from Wyoming. Lumber 
rvom tho Pecific Coast may reach the Middle West at lover rates per ton-mile than 
-.nber from compoting areas, Lumber from Oregon may have a lower tonerile rate 
ten lumber from Idaho or Montana. Numberless casos of this nature might be cited. 
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A proposal to require uniformity on a mileace basis should be alarming to all 
western interests. This vronosal is far more important than the proposal to make 
classifications more nearly wniform, because of the extreme distances which must 
be covered by goods which are exvorted from and shipped into this area, Oranges, 
apples, and garden vegetables now raised on the Pacific Coast might through uniform 
rates be excluded from manv of the raticn's markets. Oregon, Washington, and 
Wontana wheat might not be able to reach castern consumers served by railroads. 

It might be equally disastrous to cattle and sheep raisers of the West. Coast 
lumber might suffer Gisastrous results, If freight charges can be added to selling 
prices, consumers misht be exploited by politically increased rates, 


The political attack on the existing rate structure rests on its alleged 
inequities, Obviously it has many inconsistencies, It is not so evident upon 
investization that the discrepancies and inconsistencies indicate undue or une 
economic discrimination, 


Politically made rates are thomsclves apt to be grossly discrininatory because 
they are the product oi compromise, cxpediency, and pressures, Sound business or 
economics may not dominate such decisions. Shippers who do not have an economic 
IC basis for favorable rates may resort to political action to force rates based on 
distance, which, for the tine beinz, may act as a subsidy for them. It is alleged 
that the area served by the TVA in the South is especially active in this movement, 


In the long run, inflexibility will be a major defect in politically made rates 
even for the arcas immediately benefited by thor. A great danger lics in the es- 
tablistment of the principle that rates should be made by logrolling and balance-of- 
power processes. fhe Vest und the South may come off badly in the matter, since 
they are definitely outrepresented in Congress by the densely populated East, 


Some political support for the demand for uniformity of rates, which would 
give some advantaze to certnin southern communities at the present time, is derived 
from what is alleged to be an appuront planlessness in the rate structure. On the 
surface there is ncither rhyme nor roason in the cxisting classifications or rate 
esvuctures, Not only are class rates inconsistent as between cormodities, as 
ar.7icated above, but there are inconmsistcncies in the 75 per cent of all traffic 
wich moves on special rates made for particular cormoditics, often to particular 
Ccetinations. Some of the comodity rates aro bclow the lovest classification, 
which, it will bo remcrbered, is corricd for about one-sixth of firsteclass rates, 
Some may lic between class rates. Such scoming planlessness in commodity rates, 
tcgether with inconsistencies in class rates, eppear to uphold the charge that ratcs 
arc chaotic and to lend support to attempts to pass legislation apnarently designed 
to bring order out of chaos. 


The proposal to legislste uniform milcage rates implies that rates would then 
follow some knovm rule or principle effecting costs, As a matter of fact, no rule 
or principle for allocating joint costs exists, It is true that the Interstate 
Cormerce Cormission has asserted that it can determine accurately the cost of trans- 
portation in a given casc, Wict it really means is that, if onc makes certain 
assumptions about costs ond lays dovwm rules for distributing joint costs, it would 
~~ Cc possible to dotermine costs in a given casc. In plain Enslish, such a method 
| is puroly arbitrary. : 





As a matter of fact, there is more than one type of uniformity. Rates bascd 
on a mathematical average of costs of transportation on the basis of distance 
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“ would be one type. The present rate structure may te listed as another type, if 
it can be showm that it rests on recognized principle, in spite of the failure to 
conform to mathenatical averares, 


There are two major principles involved in railroad rate making, The first 
is that rates should make traffic move in the greatest possible volume in con- 
formity with sound business, The second is that rates should provide sufficient 
income to insure adequate maintcnance of railroad services, Obviously chinpers, 
carriers, and the general public are interested in and directly affected by both. 


To make traffic move, a charge for first-ciass freight almost six times the 
charge for tonth-cless is necessary, Because certain commodities canrot move 
even on these rates special commodity rates are published which move approximately 
three-fourths of all traffic. Railroad managers, the Interstate Commerce Commis- 
sion, and thorough students of railroad cconomics conclude thet this system has 
made it possible to develop the greatest volume of traffic, the fullest utiliza- 
tion of the railroad investacnt, and the lowest possitle lovel of rates, The 
average charge for transportation is now less than ten mills for carrying one ton 
of freight one mile, For the consimer tho system has opencd markets for overy 
“Sransportabdle product, domestic and imported, «t priccs, including freight, which 
“have given him the hirhest standard of living in the world. ‘For businessmon it 
has openc:d opportunities for developing new areas and new industries which have 
made prosperity for him and for the uress affoctod, 


lumber in the Pacific Const states, oranges in California ond Arizona, fruit 
and cereals in westcrn states are all incustri¢cs which devcloped ys a result of 
this scemingly chsotic rote systom, Those industrics are the basis of demand in 
the West for hundreds of thousends of automobiles, radios, rcfrigeretors, tractors, 
and farm implements, as well as for vast quantitios of clothinz, food, and housc- 
hold equipment produced in the castern United States. The broad develorment of 
he United States and the hoppiness and welfare of over 130,000,000 peoplc in 
larce measure rest on this secomingly chaotic rate structure, which for the most of 
the past one hundred yours has been subjected to bitter, superficial criticism 
f-om those who do not tuke the trouble to find out how the s;ystom works ord from 
tose who choose to ignoro the facts in order to secure special adventeges for 
their groups. 


In deciding whether a commodity should be placed in class 1, with rates five 
Or Six times as high as class 10 or in class Dl with rates cleven or twelve times 
as high, a fow definit: questions must be answercd, The first is, "Is the rate 
higher than the specific costs incurred by the movement of this particular traffic?" 
Cuvisusly it would not psy to handle frcicht at retcs below actual out-ot'-pocket 
cosvs, Tho railroad will be checd by whatever wsount the rates excced this cost. 
But in order fcr the rate to pay the railroad, there is no necessity that the rato 
conform to any standard of uniformity. 


A second qucstion must bo answered before it can be decidcd at what point the 
roto should bo fixed: "Is the rate as hich as can be charged without clirinating 
tie traffic?" Ii the mathematicel average rate for similar traffic is 40 cents 
ex undred, and the outeof-pceckct or specific costs 10 cenvs per hmdre-, the 

“x charged could not be less than 10 cents without placing a burden on other 
Trvast’ic to make up losses incurred on this traffic, It nocd not be 40 eunts, sirce 
cny rate between 10 cents and 40 conts will increase the net incomo of the railirced 
ans 2ift the burcen of transportation from other traffic. The point is that the 
rete should be as high as it can be, up to 40 conts, If traffic will'move in pa:ing 
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quantities at 20 cents per hundred, and none could move at 21 cents, the rate 
should be 20 cents, The lack of uniformity should not worry anyone, since the 
railroad and all its patrons bencfit from the 29 cent rate. Quite as obviously 

the rate should not be 15 cents in this case, since the traffic would not be bear- 
ing os larce a portion of the costs of the system as it could. If the railroad 
puts this rate at 20 cents, the highest rate it can make low-grade traffic bear, 
end applies similar procedures to other traffic, placing the rate in some instances 
at 11 cents, in others 30 cents, and in some 40 cents, the rates are uniform, be- 
cause they conform to a rule or principle. 


A third question must be answered concerning high-class freight which could 
be made to bear extortionate rates; "Is the rate higher than the reasonable cost 
of the service, in the light of ths methods of allocation of joint costs as here 
outlined?" This year the traffic of the railroads will probably far exceed six 
hundred billion ton-miles, A very small portion of the traffic could be subjected 
to extortionate rates. The bulk of it would be driven from the rails, at least 
it would be in peacetime, by going above the rates traffic will bear, 


Still anothor cuestion must be answered concerning the operstions of the rail- 
roads as a whole: "Do rates fixed on the basis of what the service is trorth to the 
shipper, and rates on hirsher-class traffic fixcd on the basis of reasonable cost, 
bring the railroad sufficiont revenue to provide adequate railroad facilitics?" 
This question is as important as the othor three, 


All of these quostions have dominated the rate making processcs of railroads 
in the past. Though there have becn abuses of the systom and cases in which rail- 
road management havo made mistakes, on the whole the great development of the : 
reilrocd industry and the exploitation of the national resources of the United 
States have been achicved in accordance with this general plan. And, insofar as 
the plan has been followed, the proesont rato structure is wmiform in spite of what 
its political critics mcy assert, 


No considerable group provoses political action to make rates of weter and 
highway carriers uniform as to distance, There is reason to feel that political 
prossure groups are undertaking a2 bull-in-the-china-shon program for railroad rates, 
which will wreck a successfully working rate system, to securo for themsclves local 
adventages which they cannot sccure under regular procedures, mainly for the reason 
thet whet they ask is not in line with cst-blished practice ond general intercst,. 
There is no record thet any legitimate rate proposal has feiled to receive favor- 
able attention by both railroad mancgoment and public regulatory agencies. 


Producer, shippor, carricr, and consumer intcrests in tho West should be on 
the alert to guard against the proposal to make political ratcs,. Such ratcs will 
tond to be the product of compromise, expediency, and pressures. Inflexible rates 
based on distance may be made to serve as a subsidy for the time being for favored 
arcas, but in the long run the injection of politics into rate making will injure 
both the South and the West, since political suvremacy lies in the more denscly 
populated aroas of the East, Political logrolling and pork-berrel methods give 
such cress distinct advontages. Existing methods of rato maling have been freely 


(_ ilized undor 2il circumstances, They have been as freely used in the sparsely 


scitlod West and the egricultural South as in the denscly populated industrial 

East. The establishment of rate making by politicel pressures would ring tho death 
ke:911 of development for areas which rely on rate making based on the tio principles 
heretofore rocognized-eratcs to make tho traffic move frocly, and rates to mako 
adequate railroad servico possiblo, 
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COUNTY BUSINESS ACTIVITY SERIES 


Lance County 


od 
ee. 
| ee 


rs Portiand 


*salem 


Lane County 
Area: 2,294 square miles (1,468,160 acres) 


Population: 


A. Number: 1943 71,434 (Ration Book IV, Nov. 15, 1943) 
1940 69,096 
1930 54,493 
1920 36,166 


B, Characteristics: 


1. Per cent native vorn white . *oeeeeeeeee#ee%*¢#e#e¢e@ 
2. Per cent between 15 and 65 (potential labor reservoir) .. 
me meee Beveme in rupal GFOGQ8 « o wc eh ee eo we.eee 
4. liedian school years completed by persons 25 years 
of age or older: 
@. bales .. 2c. 89 
b. Ferales . « « « « © Wed 


95.6 
68,6 
26.5 








OREGON BUSINESS REVIEW 





C. Cities and tovms 2,500 population or over: 
1, Cottage Grove 1940 2,626 
1939 2,473 
1929 1,919 


2, Eugene 1940 20,828 
(county seat) 1930 18,901 
1920 10,593 


5. Springfield 1940 ©, 805 
1930. 2,363 
1920 1,855 


3. - Employment: 
A. Labor force (i.e. persons normally employed) 26,882 


1...77.6 per cent of men over 14 included in labor force 
2. 20.0 per cent of women over 14 included in labor force 





Principal industries in which labor force is employed 
1. Agriculture , ..s««e«e«s2ee2 eee se eo « O,feo 
BérEReeP WELLG es co 6 6 6 6 eRe 6 eo « 5,146 
Os RIES 6 se C'S TS EE Ce WE eo UB 0-6 o BeOer 
4. Retail trade (otner than food, drink, 

vehicles and filling stations) .....«. 1,582 


Agriculture: 
A. Number of farms *“eee#e*e8e#¢e#e¢eee¢8¢° 4,454 
» Average size of farms ..«ecrvrccv.evcv6e 114.3 acres 
. Average value of furms (lend and buildings). . $6,337 
e Per cent of tenancy... .«-e«eee: ee ere © 16.2 
- Per cont of county in farms ...-ec-ee2e oe 17.3 
« Products: Hay and grain for forase, oats ond other grains, 
fiber flax, and sced--rarticvlarly vetch, pea, and 
grass seed, The harvosting of fruit and nut crops, 
dairying, end the raising of voultry are of mejor 
Significance, Nearly 4 million dozen eg¢s were pro- 
duced in Lane County in 1939, placing it first in 
Orevon. 


Fousing: 


A, Number of dvelling wits in county 22,195 (average of 3,30 persons per 
oscunied ewelling) 
1. Cotts =: isove 880 (averare of 3.11 persons per occupied dwelling) 
2, Eugene “ 248 (average of 3.12 persons per occupivd dwelling) 


3, Sprin:c.eid 1,100 (average of 3.55 persons per occupied dwelling) 


Percentrr2 of dwellings in county occupied by owners 53,6 
1. Cottr.72 t+-2ve 53,0 

2. Evuge.n 45.4 

3, Springrield 65.4 
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Manufacturing: 


A, Number of establishments 169 

B. Total value of products $15,901,792 

C, Value added by manufacture (value of products less cost of materials, 
supplies, etc.) 39,106,595 


Trade: 


A, Retail: 942 establishments in county with 1939 sales of $25,514,000 
1. Cottage Grove 71 with sales of $1,777,000 
2. Eugene,450 with sales of $18,122,000 


B. Wholesale: 61 establishments of 1939 sales of $9,872,900 
1, Eugene 43 with sales of (8,139,000 


Natural Resources: 


A. Mineral; 

A clay deposit reported to be one of the principal nonmetallic resources 
of the state is found sovth of Cottage Grove, 22 miles from Eugene. An 
estimated 10 million tons of high-grade, nonvlastic, white-firing, semi- 
flint fire clay are in this deposit. A mercury mine is located south of 
Cottage Grove, Occurrences of complex ores of gold, silver, copper, lead, 
zinc, and variable amounts of iron pyrite are found in the Cascade lLoun- 
tains in the south and eastern parts of the county. In addition to mer- 
cury, gold has been the principal metal produced in recent years, 


Timber : 

Forest lands comprised 86 per cent of the area of Lane County in 1933, 
the most recent year for which U. S. Forest Service data are available, 
Saw timber covered 1,623,000 and young growth 596,000 acres of forest 
lands. Douglas fir accounted for 50 of the 60 billion board feet of 

saw timber in the county in 1953, hemlock and redcedar constituting most 
of the balance, One-third of the timber was privately owned and the re- 
mainder, chiefly in Federal ovmership, was also available for cutting, 
Lane County hac the largest share of the saw timber of the 6 counties in 
the Willamctte River Forest District, which now contains one-fifth of the 
total saw timber volume of Orcgon and ‘jashinston. Forest products are 
utilized by 78 sawmills and 2 recently established plywood mills in the 


county. 
tee 


FARKET PROSPECTS AFTER THE “AR - In larch of this year the Bureau of Foreign and 
domestic Commerce issued a study "Merkets After tho War” in which an attempt was 
made to measure the postwar capacity for production in the United States, Subs 
sequently, a series of articles, prepared by the Bureau's several industrial 
analysts and bascd on the findings in this study, were published in Yomestic Com- 
merce, for the purvose of aiding the businessman to form a background on which to 
{_ build his ovm postwar plans, It is emphasizeec here that these articles are not 
conclusive answei:s to any of the questions and problens that will arise in the poste 
wer era, but rercly serve as a guide for postwer thinking 1nd planning. Because of 
widespread interest and desire on the part of businessmen for a compact presentation 
o: this matcrial it secmed Advwisable to prepare a pamphlet containing these articles. 
Copics are available at no charge from the Department of Commerce, 520 S, W. Morrism 
Ssreet, Portland 4, Oregon. 
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OREGCH BUSINESS - NOVED'BER 


General Business. Bank debits reported by 88 banks and branches totaled 
$623,215,001 for the month of Novemser, This was 1.6 per cent less than the 
October amount, but 24.7 per cent greater than the total reported by the same 
institutions a year earlier. This reflects the fact that war construction has 
passed its peak, It will be observed from the following table that the trend 
in various sections of the state differed substantially, 








Compared with 
October 1943 November 1942 








Oregon — 1.6 + 24,7 
Portland 

Lower Willamette Valley 
Upper Willamette Valley 


North Ore=on Coast 


+ 27.0 
+ 9,5 
+23.4 
+ 9,4 


ry 
b . 
ss. « 
~ 
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Douclas - Coos Bay 
Southern Oregon 

Upper Columbia River 
Pendleton 

Central Oregon 

Klamath Falls - Lakeview 
Baker ~- La Grande 

Burns - Ontario 


aInnvnorwownoanda 
a 


, & 
“Inmoorrnws PrP PWN O 


4 
—} 
+ 

+10, 

+14 


+40.7 
+27 .6 
+13,.5 
+ 35.9 
+25.9 
+ 6.7 
4+- 27.6 
+28.6 


Retail Sales, The November sales of 498 Oregon independent retailers were 
1,9 per cent less than in October, but 9.3 per cent greater than a year earlier. 
These figures represent dollar volume. There is a tendency for sales to consist 
of higher priced merchandise so that the nhysical volume of sales is probably 
lower than these figures indicate. Comparisons by type of store of November 
sales with those of October and November 1942 follows 


Compared with 
October 1943 November 1942 











Oregon 


Department Stores 

Food Stores 

Eating and Drinking Places 

Drug Stores 

Apparel. Stores 

hiotor Vehicle Dealers 

Furniture + Household - Radio Group 
Lumber - Building - Hardware Group 


— 1.9 


+ 2.9 


+ 9.3 


+ 21,5 
+ 6.7 
+24,4 
+26.3 
+22.9 
+13.2 
—20.2 
~22,0 
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_The percentage change by marketing areas is shown in the table below. 


Compared with 
October 1943 November 1942 








Oregon | | “~~ 269 + 9.3 


Portland 

Lower Willamette V-lley 

Upper Willamette Valley 

North Oregon Coast 

Douglas - Coos Bay 

Southern Oregon 

Upper Columbia River and Pendleton 
Central Oregon - Klamath Falls - Lakeview 
Baker «- La Grande and Burns - Ontario 


+11,.9 
— 19.1 
+ 16,1 
+ 56.8 
+ 23.4 
+ 26.7 
+ 7.4 
+ 30.6 
+ 9.6 


~ 

QOoroanruarno 
s 
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Building Permits. Building permits in 44 Orezon cities and towms amounted 
to 31166-2798. This was a decline of 29.5 per cent from the previous month and 
was in part seasonal, The November 1943 figure is 68.8 per cent greater than 
that for November 1942, %4994,135 of the $1,166,472 of permits were issued by 
the city of Portland. In that metropolis permits for 93 new residences providing 
homes for 171 families were taken out. The total amount involved was $744,500. 
liost of the belance was for new commercial construction. Additions, altcrations, 
and repairs (32¢2,897 for the 44 covmunities) were 21.1 per cent less than last 
month but 122.2 per cent more than the same month last year. 


Lumber Production. Douglas fir production in western Oregon and Yashington 
was 2.2 per cent grcoater in November than in October and 5.0 per cent greater 
than in November 1942. The production of pine cast of the Cascades in the two 
states combined was 3.9 per cent less than the previous month, and 2.9 per cent 
less than in the same month a year ago, 





The West Coast Lumbormen's Association reported in part as follows on the 
situation in that industry: "Although a "holiday month,' November saw the West 
Coast lumber industry exceed by 6.8 per cont its 1939-1942 production average. 
This brought production for 47 wecks of 1943 up to a point only 10.3 per cent 
below the first 47 wocks of 1942. The industry made a strong recovory during the 
summer and fall from the most severe winter in rocent years, during which prodnuc- 
tion had dropped to 74 per cent of the comparable 1942 pcriod. The driest Sep- 
tember and the wettest October on record hampered fall log production, while war 
requiromonts for lumber wore rapidly rising. Tho industry's record has beon 
made through months in which manpower in the woods was short by moro than 25 por 
cent. The November drivo to mcet war nocds was in tho best tradition of West 
Coast sawmills and logging operctions, and it continuos.” 
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